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MAY 1 4  2009 
, .  

. .  . . .  COMMISSIONERS ! ” ’  ’ 

PAUL NEWMAN i.--. 

, , _ ,  , !  , , .. - , , .  - , ~. . . ,,. 
~ , ’ . , . \ . ~ , i ~ . ~  1 I)PCKETE:I BY 1 KRISTEN K. MAYES, Chairman 

GARY PIERCE 

SANDRA D. KENNEDY 
l o $  

BOB STUMP (3-02528A-09-0237 

IN THE MATTER OF THE APPLICATION OF 
DUNCAN VALLEY ELECTRIC COOPERATIVE ) 
INC. FOR APPROVAL OF PURCHASED GAS ) APPLICATION FOR PGA 

) DOCKET NO. G-02528A-09-- 

ADJUSTOR SURCHARGE AND j SURCHARGE & CALCULATION 
CALCULATION ) 

Duncan Valley Electric Cooperative Inc. (“DVEC”) hereby respectfully requests the 

Arizona Corporation Commission (the “Commission”) to approve a new Purchase Gas Adjustor 

(“PGA”) surcharge of a negative $0.10 per therm and a calculation based on a six-month rolling 

average that would allow DVEC to refund and recover purchased gas costs in a more timely 

manner. The new PGA surcharge and calculation is necessary in order to refund the over- 

collected PGA bank balance that exists and continues to grow. In support hereof, DVEC states 

as follows. 

DVEC is a non-profit cooperative that is owned and controlled by its member/customers 

through an elected board of directors. 

DVEC’s Gas Division was formerly known as Duncan Rural Services Corporation 

(“DRSC”). Duncan Rural Services Corporation was dissolved in accordance with Decision No. 

69679, dated June 28,2007. This Decision approved the dissolution of DRSC and the transfer 

DRSC’s assets, certain liabilities and Certificate of Convenience and Necessity to a Gas Division 
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If DVEC. This transfer and dissolution was completed on January 1, 2008. 

I. THE DVEC GAS PGA. 

The DVEC PGA was authorized by the Commission to ameliorate the impact of volatile 

natural gas prices on both the customer and the utility. The DVEC PGA was most recently 

reviewed and a surcharge approved in Decision No. 68953 (September 21,2006). DVEC is 

:urrently required by Decision No. 61225 (October 30, 1998), to file for a surcharge when its 

bank balance exceeds a positive or negative $35,000. 

DVEC’s over-collected purchased gas bank balance has grown from approximately 

$10,374 at the end of December 2008 to approximately $60,000 by March 3 1,2009. DVEC’s 

Monthly Gas Cost Rate (“MGCR”) as of February 2009 is $0.60420 per therm while its average 

purchased gas cost is $0.3443 per therm. 

DVEC submits that, given the current over-collected PGA bank balance and lower gas 

prices, the proposed new PGA surcharge of a negative $0.10 per therm and a new calculation i s  

necessary and should be approved now. 

DVEC further states that its current MGCR calculation using a 12 month rolling average 

has resulted in larger over-collection than would have been necessary if DVEC had the authority 

to use a six-month rolling average. Using a six-month rolling average will better track changes 

in purchased gas costs while still having the Commission desired effect of smoothing those 

changes for DVEC’s customers. 

DVEC is also currently subject to the MGCR limitations of no more than a plus or minus 

$0.10 change per month. As a result, DVEC must incur the time and expense of a PGA 
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Surcharge filing to make a change greater than that described above to refund this over-collected 

,ank balance. DVEC believes it is the best interest of its members to not have to incur the time or 

:xpense of making this filing in the future and would ask that the ACC authorize it use a six- 

month rolling average calculation and remove the $0.10 limit. 

Beginning on January 1, 2008, strictly using a six-month rolling average without a $0.10 

limit, the largest change from one month to the next month in DVEC’s MGCR rate would have 

mly been approximately $0.13 per therm. DVEC is required to file a monthly MGCR report with 

ACC Staff that will keep the Commission apprised of any changes in its MGCR. 

11. THE NEW MGCR CALCULATION 

A. Current MGCR and Purchased Gas Costs. 

The ongoing lower cost of natural gas has resulted in an over-collected PGA bank 

balance for DVEC. As of April 2009, DVEC’s gas cost in May will be approximately $0.285 per 

therm. DVEC is currently collecting $0.60420 per therm and has received a gas price quote from 

its supplier of approximately $0.40 per therm for June through December. Consequently DVEC 

is facing a considerable surplus in its recovery of the expected average cost of gas purchased 

during the spring and perhaps summer period because the 12 month rolling average is slow to 

react to changes in purchased gas cost. 

B. 

DVEC has prepared an analysis using a six-month rolling average calculation beginning 

Impact of Six-month Average and PGA Surcharge on PGA Bank Balance 

January 1,2008. As illustrated by the attached Exhibit entitled “Six-month Rolling Average 

Bank Balance Calculation”, the PGA bank balance remains closer to zero during each month of 

2008 when compared with the Exhibit entitled “Twelve-month Rolling Average Bank Balance 
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Xculation”. This means the PGA rate remains closer to the purchased gas costs that DVEC is 

ictually incurring under a six-month rolling average calculation. Also, using a six-month rolling 

werage, the over-collected bank balance as of March 3 I, 2009 would only be approximately 

$33,000 (Exhibit B) rather than the current over-collected bank balance of approximately $60,000 

;Exhibit A) that has resulted from using the approved twelve month rolling average calculation. 

4 negative PGA surcharge of $0.10 will be necessary in addition to the six-month rolling average 

:alculation because of forecasted lower gas prices, the amount of the over-collected bank 

balance and because the requested six-month calculation will only refund approximately $7,000. 

By implementing a negative surcharge of $0.10, DVEC estimates that it will refund an additional 

$17,600 of the over-collected PGA bank balance through December 31,2009. 

C. 

Residential customers of DVEC typically use an average 75 therms per month during the 

Impact of Surcharge on Residential Bills. 

winter months (November through March) and 20 therms per month during summer months 

(April through October). Under the proposed negative PGA surcharge of $0.10, a monthly 

residential bill will decrease by $2.00 in the summer and $7.50 in the winter. 

111. CONCLUSION 

DVEC believes that a negative PGA surcharge of $0.10 and a six-month rolling average 

calculation and removal of the $0.10 limit as requested herein is necessary to refimd the over- 

collection of gas costs in a timely and reasonable manner, before any additional accumulation of 

an over-collected PGA bank balance will require an even greater negative surcharge and is in the 

public interest. DVEC further states that a six-month rolling average will result in a more timely 
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refund and recovery of purchased gas costs and is in the public interest for the reasons stated 

herein. 

To the extent it is necessary to extend any time limitations to allow this matter to be 

decided as soon as possible, DVEC stipulates through the filing that those time limitations may be 

extended. 

Wherefore, for all the foregoing reasons, DVEC requests authorization for a negative 

PGA surcharge of $0.10 until the PGA Bank Balance goes below a negative $35,000 and for a 

new six-month rolling average calculation and for the removal of the $0.10 limit effective August 

1,2009 to allow for the refund of lower gas prices and the resulting over-collected PGA bank 

balance. 

RESPECTFULLY SUBMITTED this 15” day of May, 2009. 

State Electric Cooperative Association 
Street, Suite 100 

BY 

‘Phoenix, AZ 85034 

Original and thirteen (13) copies of 
Duncan V d k y  Electric Cooperative’s Application 
filed this 15 

DOCKET CONTROL 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

day of May, 2009 with 
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